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AUDIT SUMMARY 
 

Our audit of the Virginia Community College System for the year ended June 30, 2010, found: 
 

 the financial statements are presented fairly, in all material respects; 

 

 certain matters involving internal control findings requiring Management’s attention; however, 

we do not consider them to be material weaknesses; 

 

 instances of noncompliance or other matters required to be reported under Government Auditing 

Standards; and 

 

 Northern Virginia Community College has not completed all of the corrective actions with 

respect to previously reported issues included in our finding “Resolve Internal Control Issues at 

Northern Virginia Community College”; however, significant progress has been made and 

Northern Virginia continues to make progress. 

 

We have audited the basic financial statements of the Virginia Community College System as of and 

for the year ended June 30, 2010, and issued our report thereon, dated June 30, 2011.  Our report, included in 

the System’s Annual Financial Report, is available at the Auditor of Public Accounts’ website at 

www.apa.virginia.gov and at the System’s website at www.vccs.edu. 

 

  

http://www.apa.virginia.gov/
http://www.vccs.edu/
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INTERNAL CONTROL AND COMPLIANCE FINDINGS AND RECOMMENDATIONS 

 

Continue to Strengthen Internal Controls at Northern Virginia Community College 

  

Applicable to: Northern Virginia Community College 

 

 During previous audits, Northern Virginia Community College has had significant findings related to 

internal control as a result of significant turnover in key financial personnel and outdated policies and 

procedures, which hindered staff from learning their responsibilities.  Our follow-up of issues at the College 

during this audit found that the College has made significant progress in addressing our recommendations 

from the prior year audit. 

 

 Turnover has stabilized and staff has identified areas where there are inadequate and outdated policies 

and procedures.  The College needs to complete an update of documented financial operating policies and 

procedures which if left undocumented could lead to the internal control issues reoccurring if there is another 

period of high staff turnover. 

 

 The College should continue the process of updating and documenting financial operating policies 

and procedures so employees have sufficient information and direction to allow them to complete their duties 

properly and ensure the College can transfer responsibilities when turnover occurs and the processes 

can continue.   
 

Strengthen Internal Controls over Small Purchase Charge Card Program 

 

Applicable to: Blue Ridge Community College 

   Northern Virginia Community College 

 

 Northern Virginia Community College paid charge card bills without or with incomplete purchase 

logs, reconciliations, bank statements, and supporting receipts.  Blue Ridge Community College split 

purchases to avoid purchaser’s amount restrictions, left charge cards in unsecured locations and did not 

properly record expenses.   

 

  The Colleges should enforce their established policies and procedures for use of small purchase 

charge cards.  Management should review purchases for split purchases to avoid purchaser’s amount 

restrictions and proper recording and not pay charge card statements without or with incomplete purchase 

logs, reconciliations, bank statements, and supporting receipts.  Management should identify cardholders who 

are not following the college’s policies and procedures and take appropriate action.   

 

Continue to Improve Revenue Contract Management 

 

Applicable to: Blue Ridge Community College 

   Central Virginia Community College 

   Lord Fairfax Community College 

 

In the fiscal year 2009 audit report, we noted that several Colleges did not have adequate procedures 

over the collection, accounting, and management of contract revenues.  While these Colleges have corrected 

this issue during this year’s audit, we noted three additional colleges that had this same issue.  The Colleges 

have revenue contracts with vendors to provide goods and services to the students and others where the 

College receives either a percentage of sales, rental income, or a commission.  We found the following issues. 
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 Blue Ridge and Central Virginia Community Colleges did not have documented guidelines for 

recording and collecting contract revenue. 

 

 Lord Fairfax Community College did not monitor the commission payments from its food service 

and vending contractor until after it renewed the contracts, and then found underpayments.  The 

College should complete monitoring of all contracts before negotiating their renewal. 

 

The Systems Office should continue to work with the individual Colleges to ensure that each College 

reviews its revenue contract management process.  The Colleges should document and implement policies 

and procedures regarding the collection and accounting of contract revenues.  These policies and procedures 

should address all aspects of contract management to include but not limited to procedures to ensure contracts 

are current; prompt receipt of revenues; commissions received are accurate; review of contract performance 

before contracts are renewed; contract revenue commissions are competitive with market rates; and timely 

review of contract commission rates. 

 

Properly Calculate Accrued Payroll 

 

Applicable to: Northern Virginia Community College 

   Tidewater Community College 

 
The Colleges treated nine-month faculty, who receive their salary over 12 months, the same as other 

employees and only accrued the portion of payroll where pay periods had days in the current fiscal year.  

Therefore, this calculation resulted in an understated accrued payroll liability for fiscal year 2010 of $3.7 

million and a beginning balance adjustment of $3.5 million. 

 

These adjustments result from nine-month faculty members receiving their salary over a 12 month 

period and the accrual should have included the salary for July and August.  Also, the System Office did not 

detect this error. 

 

The Colleges should follow the financial statement preparation instructions provided by the System 

Office.  The System Office should continue to work with the colleges to ensure consistency and accuracy of 

the consolidated financial statements.  As changes in the guidance or key personnel at the community colleges 

occur, the Systems Office should consider performing additional procedures to ensure accuracy of College 

submitted information. 

 

Improve and Update Fixed Asset Inventory Procedures 

 

Applicable to: Lord Fairfax Community College 

 

Lord Fairfax Community College has its own equipment inventory system with unique procedures for 

recording, inventorying and processing other fixed asset transactions.  The College has not documented any 

of these procedures or the policies it will follow when recording these activities. 

 

Further, the Systems Office has fully implemented the PeopleSoft accounting system fixed asset 

module for equipment, which supports the preparation of financial statements, eases the recording of fixed 

asset transactions, and facilitates reconciliations.  However, the College’s independent fixed asset system is 

not compatible with the PeopleSoft accounting system fixed asset module, and the System does not wish to 

incur the cost of maintaining this separate system’s interface. 

 

In light of the Systems Office’s direction with the PeopleSoft accounting system fixed asset module, 

the College’s management should review their inventory process and determine if the long term cost of 
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maintaining an independent system is appropriate.  At a minimum, Management needs to develop policies 

and procedures for the College’s fixed assets including inventory, recording, and future reporting.  

 

Promptly Remit Unclaimed Financial Student Aid Funds 

 

Applicable to: Danville Community College 

 

Danville Community College Business Office Staff has not remitted 21 unclaimed checks written 

prior to July 2007 totaling $3,710 to the federal program.  Code of Federal Regulations Section 34 CFR 

668.164(h) requires the College to return unclaimed financial student aid funds to the Federal program or 

lender within 240 days of issuing a refund check to a student.  The College should immediately return this 

amount to the federal programs and implement a formal procedure to ensure the return of unclaimed aid to the 

federal programs or lender on a timely basis. 

 

Improve Cash Management of Student Loan Funds 

 

Applicable to: Danville Community College 

 

Danville Community College receives loan proceeds through an electronic deposit into a dedicated 

bank account and should then promptly process the funds into its College and Commonwealth bank accounts.  

The College distributes these funds to the Commonwealth by crediting student accounts for tuition and fees 

and then distributes any remainder to the students for other educational expenses. 

 

 The College received loan funds and then delayed weeks after receipt of the funds to credit the 

students’ accounts and distribute excess balances.  This created an unnecessary delay in the time these funds 

became available to the College to pay its expenses and to the students to pay their educational expenses. 

 

Properly Process Return of Title IV Calculation for Unofficial Withdrawals 

 

Applicable to: Danville Community College 

 

 Danville Community College did not identify unofficial withdrawals or perform the necessary Title 

IV refund calculations for the fall 2009 and spring 2010 semesters.  In addition, the Student Financial Aid 

Office does not currently have a formal procedure to identify students who discontinue attendance and 

unofficially withdraw. 

 

The Code of Federal Regulations, Title 34 CFR 668.22, to ensure that Title IV funds are returned 

within a reasonable period of time, requires that the College determine the withdrawal date (for a student that 

withdrew without providing notification) within 30 days from the earlier of (1) the end of the payment period 

or period of enrollment, as applicable, (2) the end of the academic year, or (3) the end of the student’s 

educational program.  Failure to identify students who unofficially withdraw and then properly calculate and 

disburse a return of Title IV funds creates a liability for the College for the proper refunds and may jeopardize 

continued participation in Title IV programs. 

 

Consistently Verify Financial Information 

 

Applicable to: Patrick Henry Community College 

 

Financial Aid Office staff at Patrick Henry Community College does not consistently verify income 

or maintain adequate tax records for students receiving financial aid.  Specifically, for four of 37 student files 

tested, the Financial Aid Office did not maintain adequate tax records or other income related documentation 



 

4 

confirming that the Financial Aid Office verified the student’s income before disbursing financial aid to the 

students. 

 

The Code of Federal Regulations Title 34 CFR 668.56, requires that the College verify certain 

demographic and income information for students selected by the U.S. Department of Education during the 

aid application process.  Failure to verify required income documentation may allow ineligible students to 

receive Federal Student Aid or make students ineligible for Federal Student Aid, if the College does not verify 

the information.  The College must consistently verify all information required by the U.S. Department of 

Education. 

 

Resolve Excess Cash Balances 

 

Applicable to: Patrick Henry Community College 

 

Since September 2008, Patrick Henry Community College has held excess cash totaling $36,420 in 

its federal fund bank account.  The Business Office uses a separate bank account to deposit and disburse 

Federal Student Aid funds to student accounts. 

 

The Code of Federal Regulations Title 34 CFR 668.166, requires Colleges to not maintain excess 

cash balances from Federal Student Aid funds.  We recommend that the College immediately review this 

account, identify the source of the funds, and promptly return any excess Federal Student Aid funds to the 

federal programs. 

 

Promptly Return Title IV Refunds 

 

Applicable to: Patrick Henry Community College 

 

Patrick Henry Community College did not promptly return Title IV student financial aid refunds 

related to student withdrawals to the U.S. Department of Education.  Based on our review of 40 student 

accounts in the fall 2009 semester, the College held $7,385 until April 2010 and $5,690 until February 2010. 

In the spring 2010 semester, the College held $6,928 until July 2010 and $4,573 until June 2010. 

 

The Code of Federal Regulations Section 34 CFR 668.172(c) requires the College to return unearned 

funds related to student withdrawals no later than 45 days after the date that it determines that the student has 

withdrawn.  Failure to promptly return unearned Title IV funds may jeopardize continued participation in 

Title IV programs. 
 
Document Reconciliation of Federal Reports to College Records 

 

Applicable to: Danville Community College 

   Patrick Henry Community College 

   Wytheville Community College 

 

 Accounting and Financial Aid staff at these colleges do not document that they have reconciled the 

Federal G5 Activity Reports to the College’s accounting records.  Each College obtains the Activity Report 

from a federal database that shows cumulative and detailed information for each Federal Student Aid award.  

Additionally, Patrick Henry Community College did not maintain documentation of its reconciliation to the 

Common Origination and Disbursement system for the fall 2009 semester and had not completed its 

reconciliation for the spring 2010 semester as of July 2010. 
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 Code of Federal Regulations Title 34 CFR 676.19, requires that the College reconcile its fiscal 

records monthly.  Accounting and Financial Aid staff at each College should reconcile the Federal Activity 

Reports to the College’s accounting records monthly and reconcile its federal funds drawdowns to the 

Common Origination and Disbursement system promptly each semester.  Additionally, the staff should 

properly document the reconciliation and resolve all differences promptly.  This reconciliation would ensure 

that the College is properly recording all Federal Student Aid in its accounting records and properly reporting 

information in the Federal databases.  Prompt and complete reconciliations would also identify amounts that 

the College may have incorrectly drawn down from the federal programs. 
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 June 30, 2011  
 

 

The Honorable Robert F. McDonnell 

Governor of Virginia 
 

The Honorable Charles J. Colgan 

Chairman, Joint Legislative Audit 

   and Review Commission 
 

State Board of Community Colleges 
 

 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
 

We have audited the financial statements of the business-type activities and aggregate discretely 

presented component units of the Virginia Community College System as of and for the year ended 

June 30, 2010, which collectively comprise the System’s basic financial statements and have issued our report 

thereon dated June 30, 2011.  Our report includes a reference to other auditors.  We conducted our audit in 

accordance with auditing standards generally accepted in the United States of America and the standards 

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 

General of the United States.  We did not consider internal controls over financial reporting or test 

compliance with certain provisions of laws, regulations, contracts, and grant agreements for the financial 

statements of the component units of the System, which were audited by other auditors in accordance with 

auditing standards generally accepted in the United States of America, but not in accordance with 

Government Auditing Standards. 
 

Internal Control Over Financial Reporting  
 

In planning and performing our audit, we considered the System’s internal control over financial 

reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the 

financial statements, but not for the purpose of expressing an opinion on the effectiveness of the System’s 

internal control over financial reporting.  Accordingly, we do not express an opinion on the effectiveness of 

the System’s internal control over financial reporting. 
 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or detect 

and correct misstatements on a timely basis.  A material weakness is a deficiency, or a combination of 

deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the 

entity’s financial statements will not be prevented, or detected and corrected on a timely basis. 
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Our consideration of internal control over financial reporting was for the limited purpose described in 

the first paragraph of this section and was not designed to identify all deficiencies in internal control over 

financial reporting that might be deficiencies, significant deficiencies or material weaknesses.  We did not 

identify any deficiencies in internal control over financial reporting that we consider to be material 

weaknesses, as defined above.  However, we identified certain deficiencies in internal control over financial 

reporting entitled “Continue to Strengthen Internal Controls at Northern Virginia Community College,” 

“Strengthen Internal Controls over Small Purchase Charge Card Program,” “Continue to Improve Revenue 

Contract Management,” “Properly Calculate Accrued Payroll,” and “Improve and Update Fixed Asset 

Inventory Procedures,” which are described in the section titled “Internal Control and Compliance Findings 

and Recommendations,” that we consider to be significant deficiencies in internal control over financial 

reporting.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 

less severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 
 

Compliance and Other Matters 
 

As part of obtaining reasonable assurance about whether the System’s financial statements are free of 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts.  However, providing an opinion on compliance with those 

provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The results 

of our tests disclosed instances of noncompliance and other matters, entitled “Promptly Remit Unclaimed 

Financial Student Aid Funds,“ “Improve Cash Management of Student Loan Funds,” “Properly Process 

Return of Title IV Calculation for Unofficial Withdrawals,” “Consistently Verify Financial Information,” 

“Resolve Excess Cash Balances,” “Promptly Return Title IV Refunds,” and “Document Reconciliation of 

Federal Reports to College Records” are described in the section titled “Internal Control and Compliance 

Findings and Recommendations”. 
 

 The System’s response to the findings identified in our audit is included in the section titled “System 

Response.”  We did not audit the System’s response and, accordingly, we express no opinion on it. 
 

Status of Prior Findings  
 

Northern Virginia Community College has not completed corrective action with respect to the 

previously reported finding “Resolve Internal Control Issues at Northern Virginia Community College.”  

Accordingly, we included this finding in the section entitled “Internal Control and Compliance Findings and 

Recommendations.”  The System has taken adequate corrective action with respect to audit findings reported 

in the prior year that are not repeated in this report. 
 

Report Distribution and Exit Conference 
 

The “Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters” is intended solely for the information and use of the Governor and General Assembly of 

Virginia, the Board of Visitors, and management, and is not intended to be and should not be used by anyone, 

other than these specified parties.  However, this report is a matter of public record and its distribution is not 

limited.  
 

We discussed this report with management at an exit conference held on June 28, 2011. 

  

  

  

 AUDITOR OF PUBLIC ACCOUNTS 
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STATE BOARD FOR COMMUNITY COLLEGES 

 

As of June 30, 2010 

 

 

 

Gary C. Hancock, Chairman 

 

Nathaniel Xavier Marshall, Vice Chairman 

 

 

 Hank W. Chao Chris A. Lumsden 

 Idalia P. Fernandez  Jeffery K. Mitchell 

 Mark R. Graham  R. Michael Mohler 

 Dorcas Helfant-Browning Robert W. Shinn 

 Danny Hunley  William H. Talley, III 

 Barbara A. Johnsen  Alan G. Toxopeus 

 Adele C. Johnson 

 

 

 

CHANCELLOR 

 

Dr. Glenn DuBois 
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COMMUNITY COLLEGE PRESIDENTS 

 

As of June 30, 2010 

 

Blue Ridge Community College Dr. John A. Downey 

 

Central Virginia Community College Dr. Cynthia Bambara 

 

Dabney S. Lancaster Community College Dr. Richard R. Teaff 

 

Danville Community College Dr. B. Carlyle Ramsey 

 

Eastern Shore Community College Dr. Linda Thomas-Glover 

 

Germanna Community College Dr. David A. Sam 

 

J. Sargeant Reynolds Community College Dr. Gary L. Rhodes 

 

John Tyler Community College Dr. Marshall W. Smith 

 

Lord Fairfax Community College Dr. Cheryl Thompson-Stacy 

 

Mountain Empire Community College Dr. Terry Suarez 

 

New River Community College Dr. Jack M. Lewis 

 

Northern Virginia Community College Dr. Robert G. Templin, Jr. 

 

Patrick Henry Community College Dr. Max F. Wingett 

 

Paul D. Camp Community College Dr. Doug Boyce 

 

Piedmont Virginia Community College Dr. Frank Friedman 

 

Rappahannock Community College Dr. Elizabeth H. Crowther 

 

Southside Virginia Community College Dr. John J. Cavan 

 

Southwest Virginia Community College Dr. J. Mark Estepp 

 

Thomas Nelson Community College Dr. Alvin J. Schexnider 

 

Tidewater Community College Dr. Deborah M. DiCroce 

 

Virginia Highlands Community College Dr. David Wilkins 

 

Virginia Western Community College Dr. Robert H. Sandel 

 

Wytheville Community College Dr. Charlie White 

 






